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BURKINA KEY BCONOMIC INDICATORS 
(Figures in millions of U.S. dollars unless otherwise noted) 


1985 1988 

Domestic Economy 

Population (millions) 7.9 
Population growth (%) 2.6 
GDP in current dollars 1066.0 
GDP per capita, current dollars 135.0 
African Consumer Price Index 126.0 

(FY 1982=100) 


Production and Employment 
Labor force, modern sector 95 

(1,000's) 
Unemployment (avg. % per year) N/A N/A 
Industrial production 135.4 N/A 
Govt.oper.deficit, % of GDP 0.0 a 


Balance of Payments 

Exports, FOB 161.0 235.6 
Imports, FOB 419.3 553.9 
Trade Balance -258.3 -318.3 
Current Account Balance -220.4 -268.0 
Foreign Direct investment N/A N/A 
Foreign Debt (year end) 497.2 794 8 
Debt service paid 20.1 N/A 
Debt service owed (with arrears) 43.3 89.7 
Debt-service ratio as % of exports 16.9 , 43.3 
Foreign exchg reserves (year end) 139.5 322.6 
Avg exchg rate for year (#CFA=US 1) 378.0 297.9 


Foreign Investment (18 lgest.firms) 
Total (cumulative) N/A N/A N/A 


U.S.-Burkina Trade 
U.S. exports to Burkina (FAS) : 10 
U.S. imports from Burkina (CIF) 0 
Trade balance +9 
U.S. share of Burkina exports (%) 
U.S. share of Burkina imports (%) 
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as Re 2 
U.S. bilateral economic aid 24. 9. 9 


Principal U.S. exports (1988): Dried milk ($3.3 million), corn ($1.2 million), 
used clothing, soybean oil 


Principal U.S. imports (1988): Boned pork, silicon carbide 


Sources: 

1) Banque Centrale des Etats de l'Afrique de l'Ouest (BCEAO) Statistiques 
Economiques et-Monetaires. Burkina No. 370 - Avril 1988 

2) U.S.Customs Service figures. 

3) World Bank Economic Memorandum, December 1989 

4) Economic Trends Report for Burkina Faso, August 1989 

5) EIU No 2, 1990. Country Report - Togo, Niger, Benin, Burkina. 





I. SUMMARY 


Burkina Faso is a small, landiocked Sahelian country with almost 
90 percent of the population employed in subsistence agriculture. 
The fragile economy remains dependent on a climate in which rain- 
fall can vary dramatically from year to year. Demographic 
pressures place increasing strain on the country's poor and eroded 
soil, as the population continues to expand at a 2.6 percent 
annual rate. 


Since two abortive coups at the end of 1989, political conditions 
in Burkina Faso have stabilized. The Popular Front government has 
continued to broaden its political base by incorporating centrist 
and right-of-center movements. President Blaise Compaore created 
a commission to draft a constitution that could return Burkina 
Faso to civilian rule. 


Economic conditions in Burkina Faso have seriously deteriorated. 

Government expenditures have continued to increase rapidly, while 
revenues have remained below established targets. The country's 

fiscal deficit has increased dramatically. Burkina's balance-of- 
payments situation has worsened, as increases in imports have far 
outstripped those in transfers and exports. 


Burkina Faso's rate of economic growth is estimated to have fallen 
by half in 1989 to around 3 percent, as agricultural performance 
Slipped, and two sectors that led the economy through the mid- 
1980s experienced difficulties. Cotton production fell, down by 
over 25,000 tons from its 1986-87 high. The economy's other 

Major growth sector, gold mining, encountered trouble as the 
Societe de Recherches et d'Exploitations Minieres du Burkina 
(SOREMIB) reported earnings of only $11 million in 1989, down 

from $33.9 million in 1987. This fell well short of the 

company's estimated operating costs of $18.3 million. 


On the international front, Burkina Faso is currently negotiating 
a Stuctural Adjustment Program with the World Bank. Final 
agreement had been expected in the late spring, but resistance in 
some parts of the government and difficulties in ironing out the 
accord's final provisions delayed the conclusion. 


BEé CURRENT ECONOMIC SITUATION AND TRENDS 
A. Introduction 


Analysis of GDP trends: During 1985-s68 the primary sector 
(agriculture, livestock, forestry, and fishing) grew an average 
of 10 percent annually in real terms. The secondary sector 
(manufacturing, mining, energy, water, construction, and public 
works) grew 6 percent per year as a result of mining and 
manufacturing increases. The tertiary sector (commerce, 





transport, storage, telecommunications, services, and public 
administration) grew at an average annual rate of 6 percent due 
to increases in public administration. Commerce, however, grew 
at only 2 percent. 


In 1989, insufficient rains brought poor performance in the 
agricultural sector and consequently slowed overall economic 
growth. However, such sectors as mining, electricity, water and 
commerce expanded, causing a net expansion of GDP of 3.5 percent. 


Implementation of a Structural Adjustment Program (SAP), likely 
before the end of 1990, will change the ground rules under which 
the economy operates. A recent government paper noted the dangers 
posed by the country's increasing fiscal and foreign trade 
deficits, and accepted the need for such a program. Under a SAP, 
the government hopes to achieve 4 percent real growth in GDP, or 

1 percent growth in per capita GDP. At the same time, it hopes 

to reduce Burkina's trade deficit from 16 percent of GDP (which 
was the average level from 1985-89) to 3.9 percent. 


B. Production 


Agriculture: Agriculture is the primary economic activity in 
Burkina Faso, contributing an average of 40 percent of GDP, and 


providing the largest percentage of exports. The annual growth 
rate of 5.4 percent each year from 1982-87 is among the best in 
West Africa. Diversification is minimal, with three major cereals 
(sorghum, millet, and corn) accounting for 80 percent of 
cultivated 

land. The principal export crops are cotton and groundnuts. 


Cotton, Burkina's second largest export, was a primary engine of 
growth in the mid-1980s. With a growth rate of more than 19 
percent per year, Burkina produced 170,000 tons of cotton in 
1986-87. Production, slipped in 1987-88 to 148,000 tons, and to 
146,000 tons in 1988-99. The production in 1987-88 of 58,500 
tons of cotton fiber placed Burkina third in West Africa, 
following Cote d'Ivoire and Mali. The contribution to official 
export revenues rose from 20 percent in 1982 to nearly 40 percent 
in 1987. 


Livestock: Livestock production (beef, goats, hides and skins), 
formerly one of Burkina's major exports, has levelled off in 
recent years. Since 1984 its share of GDP has remained around 12 
percent. Growth in this sector is limited due to decreasing 
availability of pasture land and water. 


Industrial Sector: Manufacturing accounted for about 13 percent 
of GDP in 1988 and has remained almost constant over the past few 
years. This near-stagnation results from mismanagement of public 
sector industrial companies and reduced private sector invest- 
ments, in addition to the inherent problems of a small, landlocked 
country with few raw materials. 
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Burkina's industrial sector is small, rudimentary and dominated 
by parastatals and the informal sector. Industrial policy under 
the Action Program of 1988 targets the domestic market and 
benefits from heavy protection rates. The leading exports are 
gold and cotton. 


The manufacturing sector consists mainly of food, beverage and 
tobacco-processing industries. It also includes textiles, 
leather, chemical products, and assembly of bicycles and motor- 
cycles. Industry is dominated by about 60 government-controlled 
corporations, although private-sector participation is expanding 
as the country prepares to adapt to a Structural Adjustment 
Program. Most of these companies, in particular the state 
corporations, have had persistent operating deficits. Under- 
capitalization, weak management, rigid price policies, and poor 
productivity are the most common causes. 


It should be noted that, as in most African countries, the govern- 
ment is very protective of local business, with high tariffs for 
competing imports, fixed prices to guarantee profits, and little 
real competition in the market. However, the Compaore government 
has held a series of seminars on private sector initiatives and 
pricing policy, indicating that it is considering steps to loosen 
controls and encourage competition. The government decontrolled 
prices of 39 different products in 1990. 


Mining: Mineral production is probably the major growth sector 
of the economy. Gold is one of Burkina's leading exports, 
although this fact does not always appear in the statistics. The 
state holds a monopoly on gold buying. Starting from negligible 
production in 1983, the value of gold exports rose from 200 
million CFA ($500,000) in 1984 to 26 billion CFA ($81 million) in 
1988. 


The government is negotiating with a multinational mining company 
to begin exploration at three different sites in Burkina. If 
successful, the venture could boost revenues to the government 
and bring in indirect revenues in the form of income taxes and 
taxes on consumer goods. 


Burkina has rich deposits of manganese in Tambao at the far north- 
east corner of the country. The problem has been transportation 
from such an isolated location. There has been a heated debate 
between the government and internatinal financial insititutions 
about the feasibility of a railroad connecting Kaya and Tambao. 
The government has postponed the project due to lack of financing. 
Other mineral deposits include zinc; a Swedish company signed an 
agreement in 1989 to begin mining zinc at Perkoa in 1992. 


Commerce: Along with the change in the political climate that 
began in October 1987, the commercial climate has also become 
more liberal. Commercial activity remains weak and has not 
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increased as much as the boost in agricultural production would 
Suggest. This may be the result of an extensive system of price 
and marketing controls at the wholesale and retail levels. The 
inflexible pricing policy has caused problems for private and 
public businesses alike, limiting the incentives for increased 
production. The government has talked of restructuring price 
policy, and in spring 1988 held a USAID-sponsored price policy 
symposium to that end. Some reforms have since been undertaken. 


C. Government Finance 


Revenue: Tax revenues (direct taxes, indirect taxes, customs, 
stamps, and registration fees) remain the most important source 
of government funds. About one-half comes from taxes on interna- 
tional trade, primarily import duties. Revenue stayed stable at 
about 13 percent of GDP from 1982-88, except for 1987 when it 
jumped to 15.2 percent. This was due in part to a strong economic 
performance in 1986 and a good collection effort. In 1989, 
revenue rose to about 14 percent of GDP. In 1988 budget revenues 
were about 78 billion CFA ($259.5 million). In 1989, the govern- 
ment estimated that revenue collected rose to about 86.5 billion 
FCFA ($275.1 million). 


Expenditures: The budget figures show a rapid increase in 
recurrent expenditures (40 percent from 1985 to 1989 estimates). 
The 1989 budget sought to achieve a closer balance between 
revenues and expenditures. Preliminary estimates show that the 
effort was not successful. The overall fiscal deficit is 
projected at more than 12 billion FCFA, well above 1988 results. 


D. Mon Prices nd W s 


Burkina's Monetary System: Monetary policy is determined by a 
regional central bank, the West African Central Bank (BCEAO), in 
coordination with other members (Benin, Cote d'Ivoire, Mali, 
Niger, Togo, and Senegal) and with France. All credit, other 

than crop financing, is included in overall credit targets. 
Control over credit expansion is strengthened by the requirement 
of prior approval for any loan exceeding 30 million CFA ($94,637). 


The banking sector (comprising three commercial banks, four 
specialized development institutions, a savings bank, five 
nonbank credit institutions and an investment company) is highly 
liquid, due to large deposits from the private sector and some 
public entities. However, the three main banks were under- 
capitalized, sometimes even below BCEAO requirements. The 
private sector feels that the banking system lacks dynamism. 
Strict controls on credit management, interest rates, and banking 
margin requirements tend to exacerbate the problem. 


Wages: All workers in Burkina are by law guaranteed minimum 
wages. In practice, most workers wages are set by collective 





agreements and are above the set minimum wage. In 1985 and 1986, 
austerity measures were taken and all public and private sector 
wages were reduced drastically (from four percent for the lowest 
wages to 12 percent for the highest wages). Many fringe benefits 
were also eliminated. In 1987, a combination of measures restored 
total civil service wages to 1983 levels, and in 1988 wages 
increased by 14.6 percent. 


E. Balance of Payments 


Overall Balance of Payments: Burkina has a chronic trade 
imbalance, which, in addition to the deficit in services, 
contributes to a permanent current account deficit. Official 
transfers of foreign aid and remittances from Burkinabe living 
abroad typically more than offset the deficit, leaving Burkina 
Faso with an overall balance-of-payments surplus. This pattern 
held true from 1984 to 1988, except in 1985. Thus, though the 
current account deficit and arrears on external debt payments 
increased markedly in the period, Burkina Faso continued to 
augment foreign reserves, to the point where they represented 
almost six months of imports. 


Preliminary 1989 figures indicate that the overall balance again 
was negative, at -5 billion FCFA (-$15.9 million). This was due 
to a worsening of the trade balance and a larger deficit in the 
services account, which were not offset by a small increase in 
official transfers and net capital inflows. 


External Public Debt: In the past 20 years, Burkina's public 
external debt has increased rapidly -- from $17 million in 1967 
to $134 million in 1977 to $794 million in 1987, corresponding in 
the latter year to 47 percent of GDP. The debt service was $50 
million in 1987, 20 percent of government revenues. The ratio of 
debt service to exports reached 17 percent in 1987. 


Overseas Development Assistance: Total gross development 
assistance amounted to $299 million in 1987, which was a 3.4 
percent increase over the $289.3 million of 1986. In real terms 
this represents a significant decline. World Bank lending 
decreased from $32 million in 1986 to $22 million in 1987. A 
Structural Adjustment Program, if implemented, will increase aid 
and concessionary loans, as well as grants for investments. 


III. IMPLICATIONS FOR THE UNITED STATES 
A. Trade 


U.S. Exports to Burkina Faso: U.S. exports to Burkina decreased 
from $27 million in 1985 to $10.2 million in 1987. That situation 
was due to the general decline of Burkina's imports in 1986, 
particularly the fall in Burkina's cereal imports owing to a 





better cereal harvest than in 1985. Burkina's imports from the 
United States in 1988 were $15.5 million, due to the fall in the 
dollar, U.S. firms' increasing competitiveness, and increased 
interest in U.S. products. Imports of grains rose in 1988 due to 
poor harvests. U.S. exports to Burkina include cereals; dried 
milk; used clothing; edible oils; and industrial, electrical and 
communications equipment. Traditionally, a significant proportion 
of U.S. exports to Burkina Faso has resulted from development 
programs funded by the United States Government. As the value of 
aid declined, the proportion of purchases on the commercial market 


rose. U.S. exports to Burkina slipped back to around $10 million 
in 1989. 


Burkina Market Potential: The Burkina market is a small one but 
should be considered by American firms in their plans to tap the 
West African market. Burkina shares a common currency with Cote 
d'Ivoire, Senegal, Togo, Mali, Niger and Benin, which makes it 
part of a significant regional market. The CFA franc is fully 
convertible. Attractive U.S. products include small-scale gold 
mining eguipment, cereals (particularly rice), agricultural tools 
and machinery, fertilizers, equipment for earth moving, road 
building and mining, multi-terrain vehicles, auto and truck tires, 
air conditioners, communications equipment, well-drilling 
equipment, textiles and textile machinery, and used clothing. The 
drop in the dollar exchange rate has increased competitiveness of 


U.S. products in comparison with similar products from Asia or 
Europe. 


B. Investment 


Burkina's Investment Code Incentives: The 1984 investment code, 
a major revision of the 1978 code, offers a number of incentives 
to investors. The code defines priority sectors such as food 
processing, textile manufacturing, and leather processing. Tax 
reductions and exonerations are granted for two to five years. 
The code guarantees foreigners and nationals the right to manage 
businesses freely, freedom of choice of suppliers and services, 
retention of foreign exchange necessary to conduct business, and 
repatriation of dividends up to 80 percent of net profit. The 
Compaore government is examining the investment code with an eye 
to making it more enticing to investors. 


Investment Opportunities: The government accords top priority to 
agriculture, water resources, energy and the mineral sector 
investment, as part of a policy of attaining agricultural self- 


sufficiency. The Compaore government is fairly open to foreign 
investment and joint ventures. 


U.S. Government Printing Office : 1990 - 282-906/20014 








